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SUBJECT:  Motion concerning transit financial issues
SUMMARY:  Proposed Motion 2008-0494 provides guidance to the King County Executive as to how the King County Council intends to address the identified $72 million 2008/2009 biennial budget deficit.  The motion includes a Supplemental Budget Process as the mechanism and provides specific guidance in both revenue and expense categories, including consideration of a fare increase.

Background:  In July 2008, the King County Executive transmitted Proposed Ordinance 2008-0377, a fare increase proposal, and Proposed Ordinance 2008-0378, repeal of a budget proviso on bus wrap advertising, as mechanisms to address a mid-year spike in fuel costs.  In mid August, the Office of Management and Budget (OMB) reforecast sales tax revenue projections amid growing calls to ensure that Council action was not being considered in the absence of the global financial and economic downturn.  In fact, OMB found that sales tax revenues are forecasting substantially lower than the 11.5% 2009 growth over 2008, which was forecast in the biennium budget.  Through re-forecasting, OMB found that not only would an estimated $72 million deficit exist for the 2008/2009 biennium, a lower base year and different future year growth forecasts meant that an estimated $76 million per year deficit would also exist when factored in with rising fuel and labor costs as shown in Table 1.
At this same time, the Executive developed and informally presented to councilmembers a conceptual framework to address this broader financial issue, which included the following major elements:

1. $0.50 fare increase ($0.25 November 1, 2008 and $0.25 January 1, 2010)

2. No reductions in transit service hours through 2010

3. No reductions planned for Transit Now service or schedule

4. A $65 million conceptual list of capital program cuts and reductions

5. Sale of property

6. Borrowing from reserves

7. A planned $0.25 transit fare increase in 2011

8. Identifying new revenue options for 2010 and beyond that will generate $30-$40 million

Table 1: Summary of Metro Financial Issues

	
	08-09 Biennium
	Annual 2010+

	Expense Impacts (in excess of adopted budget / financial plan): 

	Diesel Fuel Costs
	$36,000,000
	$23,000,000

	COLA 
	$16,000,000
	$15,000,000

	Other/non-COLA
	 
	$8,000,000

	Expense Impact subtotal
	$52,000,000
	$46,000,000

	
	 
	 

	Revenue Impacts:
	 
	 

	Lower Sales Tax revenue forecast
	-$40,000,000
	-$43,000,000

	New ridership-increase to fare revenue
	$5,000,000
	$3,000,000

	Other revenue increases
	$3,000,000
	$10,000,000

	Operating Subfund Balance
	$12,000,000
	 n/a

	Revenue Impact subtotal
	-$20,000,000
	-$30,000,000

	
	 
	 

	Net Budget Gap without Fare Increase
	$72,000,000
	$76,000,000


While councilmembers appreciated the conceptual proposal, questions still existed as to what would be within a formal proposal from the Executive and the questions related to taking action on a fare increase proposal out of the context of taking action to address the complete budget.  As such, Proposed Motion 2008-0494 was developed to provide guidance as to how the Council will consider action.
Key Issues from the Proposed Motion:  
1. A 2008/2009 supplemental budget should be proposed at the same time as the Executive’s 2009 Budget Proposal (October 13, 2008).
2. The proposal should prioritize and focus the agency’s resources on preserving and efficiently delivering planned and existing service levels.

3. As the Executive conceptually proposed sale of real estate, long term lease options should be evaluated against that revenue backdrop.

4. The transit capital program and capital replacement schedules should be deeply analyzed for deferral, restructuring and/or cancellation.

5. A comprehensive advertising revenue program should be proposed.

6. Operational and financial policies should be analyzed for their expense impact on the budget (and to identify issues for pre-analysis for the 2010/2011 budget).

7. Operating revenue over operating expense (OR/OE-farebox recovery) should meet or exceed twenty five percent.

8. A fare increase will be considered with this proposal
9. New revenues should be studied to meet growth and transit service, not existing and planned service levels
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